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SWITZERLAND - KEY ECONOMIC INDICATORS 


Values in Millions of Swiss Francs represent period averages. ‘< 
Average Exchange Rate: US$1: 1977 = 2.40; 1978 = 1.79; 1979 = 1.65 


/ 


ITEM 1977 1978 ~Change 1979°/ 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 151,900 156 ,990 165,500 
GNP at Constant (1970) Prices 99 ,925 100 ,075 101,200 
Per Capita GNP, Current Prices 24,357 24,922 : 26 , 300 
Plant & Equipment Investment 30,215 32,025 ; 33,900 
Private Consumption Goods & Services 92,480 94,605 100,700 
Indices: 
Industrial Production (1963=100) 14h 146 ; 147.0 
Avg Labor Productivity (1974=100) 107.8 108 109 
Avg Wage Skilled Worker (1949=100) 490 504 525 
Labor Force (millions) 2.64 e. 2.69 
Avg unemployed (units) 12,020 10,483 ’ 12,000 


MONEY & PRICES 
Money Supply (M1) 49 832 57 , 864 ; 62, 300 
Interest Rates {%) 
Central Bank Discount 3/ 1.50 1.00 1.25 
Government Bond Yield 4.05 3.36 ; 3.40 
Indices: 
Wholesale Prices (1963=100) 147.9 142.9 149.0 
Retail Sales (1974=100) 100.0 100.5 101.0 
Consumer Prices (Sep 1977=100) 99.8 100.8 ; 105.0 


BALANCE OF PAYMENTS & TRADE 

Gold & Foreign Exchange Reserves 32,418 40 , 885 ‘ 38,000 

Balance of Payments (Current Account) 8, 800 7,900 ‘ 3,500 

Trade Balance - 867.6 - 519 f - 4,000 

Exports, FOB 42,308 41,780 ‘ 42,500 
US Share 2,768 2,97h ; 2,900 

Imports, CIF 43,026 42,299 7 46,500 
US Share 2, 888 3,410 3,100 


MAIN INDUSTRIAL IMPORTS FROM US (1978) 

Commodity: Metric Tons Million SF 
Aircraft & Aircraft Parts 999 741.3 

Industrial Machinery 9,085 324.2 

EDP Systems & Business Machines 1,486 192.0 

Precious and Semi-Precious Stones, 

Jewelry, Platinum, Silver 56 191.3 
Power & Communications Equipment 2,886 190.8 
Organic Chemicals 35,149 173.0 
Motor Vehicles & Parts 14,657 138.4 
Films & Photographic Paper 2,900 69.3 
Musical Instruments 763 32.2 
Medical Instruments & Equipment 2khe 51.3 


1/ Estimate 

2/ Forecast 1979 SOURCE: La Vie Economique, Swiss National 
3/ Year End Bank Monthly Bulletin, Govern- 

U/ Net change ment of Switzerland 





The Economy at a Glance 


Switzerland's franc is stable, and economic growth has 
inched up almost 1% annually, but: 


-- Switzerland's trade balance has deteriorated 
dramatically; and 
-- inflation has jumped to 4-5%. 


Higher energy costs and a tight labor market will continue 
to press on prices. The outlook is for still higher prices, 
a deteriorating trade balance, and low growth. Fiscal and 
monetary policies will remain conservative, and stimulation 
is not in the near-term cards. 


Business Looks Good 


After stagnating in 1978, real GNP growth should be near 
1% for 1979 and 1980. A steady franc, increased exports, 
continued advances in construction activity and capital 
investment are stimulating an upturn. Unemployment is 
negligible, and total employment is increasing. Consumer 
price rises near 5% are the result of soaring imported 
energy costs, and will probably continue at that level. 


Good Prospects for Most Industries 


Most industries are in better shape than last year. Overall, 
industry is operating at about 82% of capacity, while companies 
exporting at least two-thirds of their output are averaging 

84% of capacity. Better export performance is not expected, 
but domestic demand should take up the slack. Manufacturers 
are adjusting to the up-valued franc by concentrating pro- 
duction in areas where they retain a competitive edge. Many 
have reduced costs and employment by moving further up the 
production chain (importing more semi-finished products) 
resulting in the reduction of domestic value-added. Productive 
Capacity may, therefore, not be increasing, despite rising 
investment in plant and equipment. 


The Swiss economy is unusually sensitive to exchange rate 
variations and foreign demand (35% of GNP is exported). 
Export-dependent industries such as machinery (notably textile 
machinery), chemical/pharmaceuticals, and textiles, increased 
sales from one to five percent during the first eight months 
of 1979. In the machine tool and non-electrical equipment 
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branches, high quality, advanced technology, lower or steady 
costs for raw materials and export price reductions helped 
increase orders in the first half of 1979. Holding down 
export prices in 1978 and 1979 reduced earnings, but a trend 
toward modest price increases will improve profitability for 
most firms. 


Construction doing well - Watches and Tourism under Pressure 


Construction activity in 1978 increased more than 10%; planned 
construction had increased another 9% in 1979 to about 22 billion 
francs. Order backlogs are up about 15% since the beginning 

of that year. Residential construction activity is fueling the 
upturn, while public construction will increase by a modest 2-3% 
this year. Since the mid-1970's, Swiss construction and civic 
engineering firms have aggressively sought overseas business. 


The watch and tourist sectors remain hard pressed by franc 
appreciation and (in the the case of watches) foreign competition. 
Watch production and exports continued to drop in 1979 (20% and 
16.7% respectively). In the tourist sector, franc hotel prices 
are virtually the same as in 1974, but higher heating costs 

and other overheads have cut further into profits. 


Increase in Employment 


Unemployment in 1979 has averaged 0.4%. Total employment 

increased 2.6% by mid-year with gains in the service sector 

and a continuing decline in industrial employment. The tightening 
labor market may be about to have a significant impact On wages. 
The number of foreign workers (21% of the labor force) increased by 
1% in the first eight months of 1979 to 669,000, still 240,000 
below the 1973 peak. Government policy is aimed at maintaining 

the number of foreign workers no higher than current levels. 


Trade Deficit, Smaller Current Account Surplus 


Switzerland's trade account will register a large deficit at 

the end of 1979, after a surplus in 1976 and modest deficits 

in 1977 and 1978. The deficit in the first eight months of 

1979 (SF 2,851) is more than three times the deficit in the same 
period of 1978. Imports have increased 10% in both value and 
volume during the period; exports have increased 3.4% in value 
and 2% in volume. Energy imports have risen by 46% in value 

but declined by 6% in volume. Switzerland is currently di- 
recting its export promotion efforts toward new markets in 
Africa, Asia and especially OPEC countries. 





The 1979 current account surplus is expected to be signifi- 
cantly lower than the surpluses of SF 8.3 billion in 1977 

and SF 7.9 billion in 1978. The reversion to a trade deficit 
and lower receipts from tourism are factors in the decline. 


Governmental and National Bank Economic Policies 


Government and Swiss National Bank policies are well co- 
ordinated and directed toward long-term noninflationary 
growth. This is reflected in the federal government's 
strict control on deficit spending, prudent refinancing 

of existing debt, rejection of costly economic stimulative 
programs, and in the National Bank's methods to maintain 
stable conditions on the exchange markets in order to 
preserve export competitiveness. 


Faced with a projected 1980 deficit of SF 2.4 billion 
following voter rejection in May 1979 of the government- 
proposed value added tax, the Federal Council has tightened 
planned expenditures by most federal departments and 
federally controlled programs. The few exceptions include 
expenditures for the national defense and social programs. 
The projected deficit for fiscal year 1980 (calendar year) 
.aS proposed by the Federal Council in September 1979 is 
SF 1.3 billion, derived from anticipated receipts of SF 
16.0 billion and expenditures of SF 17.3 billion. This 
compares with deficits of SF 1.34 billion for 1979 and 

SF 719 million for 1978. 


Despite almost stagnant GNP growth in 1978 (plus 0.2%) 

and a forecast rate of about 1% in the current year, bold 
stimulative measures are unlikely in the medium term, both 
because of the inflationary pressures such programs would 
generate and the risk of reversing the important struc- 
tural readjustments encouraged by the 1975-76 recession. 
Nevertheless, the federal government provides tax relief 
and low interest loans to induce diversification in eco- 
nomically depressed (e.g. watchmaking) regions. Programs 
also exist for modernization of hotels and related tourist 
facilities. 


The National Bank's stated policy continues to be directed 
toward the maintenance of low domestic interest rates in 
order to discourage capital inflows and further appreciation 
of the Swiss franc. With domestic demand relatively weak, 
the Bank sees little inflationary risk in this policy. 
(Recent inflationary pressures have not been due to domestic 
demand but to higher import costs, primarily energy). 





The Bank has continued, as appropriate, its intervention in 
exchange markets and its close cooperation with the other 
major central banks to encourage market stability. There 
has been no alteration in the SNB's objective announced 
October 1, 1978 of maintaining the franc at a rate signi- 
ficantly above SF .80/l1 Deutsche Mark. The Bank has ex- 
perienced little difficulty in meeting this objective. 
However, interest rate differentials between Germany and 
Switzerland have recently been the primary influence 

in the strength of the DM relative to the Swiss franc. 


Implications for the United States 


The U.S. share of Swiss imports increased to 7.2% in 1978 
with large gains in aircraft, aircraft parts and motor 
vehicles. In Swiss franc terms, U.S exports increased 9.8% 
to 3.17 billion francs; in dollars, U.S. exports to Switzer- 
land rose over 40% to 1.77 billion dollars. In the first 
seven months of 1979 U.S. exports to Switzerland valued in 
francs were up 1.5% from January-July 1978 at 1.83 billion. 


Swiss franc appreciation in recent years makes a broad range 
of U.S. products competitive in Switzerland. Although 
small, the Swiss market is one of the richest in the world 


(per capita GNP was $13,429 in 1978); suppliers of quality 
consumer products will find good opportunities particularly 
by working with Swiss department store chains. 


American suppliers will find a strong market for: computer 
and peripheral equipment, microprocessor, laboratory and 
scientific instruments, process controls, biomedical equip- 
ment, pollution control equipment, security systems, and 
packaging machinery and supplies. 


The Swiss market is competitive and demanding. Successful 
American exporters have found agent/distributor relationships 
the best means of doing business here. Technical support, 
marketing assistance, and prompt after-sales service are a 
must. 


The Swiss are inveterate travelers, and a U.S. vacation has 
become increasingly reasonable in cost; hotel and other 
travel industry promoters would do well to direct increased 
publicity to this market. 
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Swiss policy toward private foreign investment is traditionally 
liberal. Swiss industry is increasingly interested in li- 
censing and joint-venture arrangements with US firms in ad- 
vanced technology sectors. U.S. direct investment in Switzerland 
amounted to 7.4 billion dollars at the end of 1978. Swiss 

direct investment in the U.S. is growing rapidly, reaching 2.8 
billion dollars at the end of 1978. 
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